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Report of Independent Auditors

To the Board of Directors and Stockholder of

Schroder Fund Advisors Inc

In our opinion the accompanying statement of financial condition presents fairly in all material róspects

the financial position of Schroder Fund Advisors Inc the Company at December 31 2008 in

conformity with accounting principles generally accepted in the United States oAinerica This financial

statement is the responsibility of the Companys management our responsibility is to express an opinion

on this financial statement based on our audit We conducted our audit of this statement in accordance

with auditing standards generally accepted in the United States of America which require that we plan

and perform the audit to obtain reasonable assurance about whether the statement of financial condition is

free of material misstatement An audit includes examining on test basis evidence supporting the

amounts and disclosures in the statement of financial conditioxi assessing the accounting principles used

and significant estimates made by management and evaluating the overall statement of financial

condition presentation We believe that our audit of the statement of financial condition provides

reasonable basis for our opinion

February 20 2009
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Assets

Cash $1242347

Receivable from parent 333893

Receivable from affiliated companies 54504

Prepaid regulatory fees 27233

Total assets $1657977

Liabifities and stockholders equity

Liabilities

Due to parent $386486

Due to affiliated companies 38118

Accrued expenses 22286

Total liabilities $446890

Stockholders equity

Common stock no par value 200 shares authorized 100 shares

issued and outstanding 10000

Additional paid-in capital 1159943

Accumulated surplus 41144

Total stockholders equity 1211087

Total liabilities and stockholders equity $1657977

The accompanying note is an integral part of this fmancial statement
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Organization and nature of operations

Schroder Fund Advisors Inc the Company is wholly owned subsidiary of Schroder

Investment Management North America Inc the Parent The Parent is wholly owned

subsidiary of Schroder US Holdings Inc which is wholly owned by Schroders plc The

Company was incorporated on February 17 1989 and is registered broker-dealer with the

Securities and Exchange Commission and member of the Financial Industry Regulatory

Authority Inc FINRA The Company principally provides underwriting administrative and

shareholder support services necessary for the operations of affiliated investment funds

Significant accounting policies

Cash is on deposit at Citibank The Company maintains its cash at fmancial institution which

at times may exceed federally insured limits The Company has not experienced any losses in

such accounts with this fmancial institution and believes it is not subject to any significant audit

risk on cash

The preparation of fmancial statements in conformity with accounting principles generally

accepted in the United States requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the financial statement Actual results could differ from these estimates

FASB Interpretation No 45 FIN45 Guarantors Accounting and Disclosure Requirements

for Guarantees Including Indirect Guarantees of Indebtedness of Others requires the disclosure

of representations and warranties which the Company enters into which may provide general

indemnifications to others The Company in its normal course of business may enter into legal

contracts that contain variety of these representations and warranties that provide general

indemnifications The Companys maximum exposure under these arrangements is unknown as

this would involve futures claims that may be against the Company that have not yet occurred

However based on its experience the Company expects the risk of loss to be remote

Related party transactions

The Company earns certain 12b- fees from affiliated mutual funds Salaries and general and

administrative costs of the Company are borne by the Parent and allocated to the Company

Income taxes

The Company accounts for income taxes in accordance with Statement of Financial Accounting

Standards No 109 Accounting for Income Taxes SFAS 109

The Company has written tax sharing agreement with its Parent and Schroder US Holdings

Inc Pursuant to this agreement the Company receives current income tax benefits or pays

current income tax expense without regard to taxable temporary differences which may arise

from the Companys activities

The Companys taxable income is included in the consolidated U.S federal income tax return of

Schroder US Holdings Inc and in combined state and local tax returns with certain affiliates of
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Schroder US Holdings Inc Federal state and local income taxes are provided for on separate-

company basis

For the year ended December 31 2008 the Companys effective tax rate was 42% The

difference between the Federal statutory rate and the Companys effective tax rate is primarily

attributable to state and local income taxes

In June 2006 the FASB issued FIN No 48 Accounting for Uncertainty in Income Taxes an

Interpretation of FASB Statement No 109 FIN No 48 requires that the Company detennine

whether tax position is more likely than not to be sustained upon examination including

resolution of any related appeals or litigation processes based on the technical merits of the

position Once it is determined that position meets this recognition threshold the position is

measured to determine the amount of benefit to be recognized in the statement of fmancial

condition The Company will adopt the provisions of FIN No 48 in the first quarter of 2009

Adoption of FiN No 48 will not have material effect on the Companys financial condition

Regulatory capital requirements

The Company is subject to the Securities and Exchange Commissions Net Capital Rule 5c3-

which specifies uniform minimum net capital requirements for all registered brokers and dealers

The Companys aggregate indebtedness as defmed shall not exceed 15 times net capital as

defmed As of December 31 2008 the Company had net capital as defmed of $1167468

which was $1162468 excess of its net capital requirement of $5000 and its ratio of aggregate

indebtedness to net capital was 6.41 to

The Company has claimed exemption from the provision of the Securities and Exchange

Commissions Rule 15c3-3 pursuant to the k2i exemptive provision as the Company does

not hold funds or securities for or owe money or securities to customers


